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IN THE MATTER OF:

| LLI NO S COMVERCE COWMM SSI| ON
ON I'TS OAN MOTI ON,

M DAMERI CAN ENERGY COMPANY,

RECONCI LI ATI ON OF REVENUES
COLLECTED UNDER GAS ADJUSTMENT
CHARGES W TH ACTUAL COSTS
PRUDENTLY | NCURRED

Met ,

BEFORE THE
I LLI NOI S COMMERCE COMM SSI ON

Compl ai nant
No. 01-0703
VS.

Respondent .

N N N N N N N N N N N N N N N N N N

Chicago, Illinois
Oct ober 18th, 2005

pursuant to notice, at 10:00 a. m

BEFORE:

VR.

JOHN T. RILEY, Adm nistrative Law Judge
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APPEARANCES:

MS. SUSAN STEWART
MS. KAREN HUI ZENGA
401 Douglas Street, P.O. Box 778
Sioux City, lowa 51102
for M dAnmerican Energy;

| LLI NOI S COMVERCE COMM SSI ON, by
MR. JOHN C. FEELEY
160 North LaSalle Street
Suite C-800
Chicago, IL 60601
(312) 793- 2877
for Staff;

SULLI VAN REPORTI NG COMPANY, by
Devan J. Moore, CSR
Li cense No. 084-004589
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JUDGE RI LEY: Pursuant to the direction of the
[1'linois Conmerce Comm ssion, | call Docket 01-0703.
This a Reconciliation -- excuse me. This is the
[1l1inois Conmerce Comm ssion On Its Own Motion versus
M dAmeri can Ener gy Company, Reconciliation of
Revenues Col |l ected Under Gas Adjustnment Charges Wth
Actual Costs Prudently Incurred. This matter was
reopened on May 19, 2003.

Begi nning with counsel for the
II'linois Commerce Comm ssion, M. Feeley, would you
enter an appearance, please.

MR. FEELEY: Sur e.

Representing Staff of the Illinois
Commerce Comm ssion, John C. Feeley, the Office of
General Counsel, Illinois Commerce Comm ssion. The
address is 160 North LaSalle, Suite C-800; Chicago,
Il'linois 60601. Phone nunber (312) 793-2877.

JUDGE RI LEY: Thank you. And counsel for
M dAmeri can Energy Conpany.

MS. STEWART: Susan M Stewart, S-u-s-a-n, M,
S-t-e-w-a-r-t, and Karen M Huizenga,
H-u-i-z-e-n-g-a, appearing on behalf of M dAmerican
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Energy Company. Our address is 401 Dougl as Street;
P.O. Box 778, Sioux City, lowa 50102. And our
t el ephone nunber is (712) 277-7587.

JUDGE RI LEY: Thank you. And at this hearing,
whi ch has been a long time getting here, we are
schedul ed to conclude the testinmny of witnesses
i nasmuch as this is the Illinois Commerce
Commi ssion's action.

M. Feeley, | note that both Ms. Ebrey
and M. M Iltonberger filed rebuttal testimony.

MR. FEELEY: W just -- only Ms. Ebrey.

JUDGE RI LEY: "' m sorry. Okay.

MR. FEELEY: She filed a direct and rebuttal
testimony; correct.

JUDGE RI LEY: Are you prepared to call
Ms. Ebrey as a witness now?

MR. FEELEY: You wanted us to go before the
Company? We'll do that if...

JUDGE RI LEY: | was going to say, the Illinois
Commer ce Comm ssion brought the action.

Counsel, do you have any objection to

this.
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MS. STEWART: That's what | had anti ci pated.

MR. FEELEY: | guess, just as long as it's
understood that the burden is on the conpany
regarding this PGA docket. And our going first
doesn't acknow edge that somehow the burden has
shifted.

MS. STEWART: | think that's understood by the
conmpany.

JUDGE RILEY: All right. So understood.

MR. FEELEY: Al right. At this time Staff
will call its one and only witness in this reopening
matter, Theresa Ebrey.

JUDGE RI LEY: Good norning, M. Ebrey.

(Wtness sworn.)
JUDGE RI LEY: Pl ease proceed.
THERESA EBREY,
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:
DI RECT EXAM NATI ON
BY
MR. FEELEY:

Q Coul d you please state your name for the
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record.

A Theresa Ebrey, spelled E-b-r-e-y.

Q And by whom are you enpl oyed?

A I'1'linois Commerce Conmm ssion.

Q And Ms. Ebrey, do you have in front of you
two documents |'Il discuss, first one -- them
separately.

Do you have in front of you a document
whi ch has been marked for identification as ICC Staff
Exhibit 7.00, direct testimony on reopeni ng of
Theresa Ebrey dated October 22nd, 2003, consists of
five pages in narrative text, an Attachment A, and
Schedul es 1 through 5?

A Yes, | do.

Q Was | CC Staff Exhibit 7.0 (sic) and all of
its attachments and schedul es prepared by you or
under your direct supervision or control ?

A Yes, they were.

Q Do you have any additions, solutions, or
nmodi fications to make to ICC Staff Exhibit 7.007?

A No.

Q If I was to ask you today the same series
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of questions set forth in ICC Staff Exhibit 7.00,
woul d your answers be the sanme as set forth in that
document ?

A Yes, they woul d.

Q Ms. Ebrey, do you have in front of you
anot her docunment which has been marked for
identification as | CC Staff Exhibit 8.00, the
rebuttal testimony on reopening of Theresa Ebrey
dated June 21, of 2005, in Docket 01-0703, which
consi sts of cover pages and five pages of narrative
text and Schedul es 1 through 5?

A Yes, | do.

Q Was | CC Staff Exhibit 8.00 prepared by you
or under your direct supervision and control?

A Yes, it was.

Q Do you have any additions, deletions, or
modi fications to make to ICC Staff Exhibit 8.007?

A No.

Q If I was to ask you today the sanme series
of questions set forth in I CC Staff Exhibit 8.00,
woul d your answers be the same as set forth in that

document ?
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A Yes, they woul d.

MR. FEELEY: Judge Riley, at this time Staff
woul d move to admt into evidence |ICC Staff Exhibit
7.00, direct testinony on reopening of Theresa Ebrey,
dat ed Oct ober 22nd, 2003 and all of its attachments
and schedules, and ICC Staff Exhibit 8.00, the
rebuttal testimony and reopening of Theresa Ebrey,
dat ed June 21, 2005, along with its attached
schedul es.

JUDGE RI LEY: Okay. | have the notion.

Counsel, did you want to
cross-exam nation first?

MS. STEWART: That would be fine

JUDGE RI LEY: Okay .

CROSS- EXAM NATI ON
BY
MS. STEWART:

Q Ms. Ebrey, in your direct testimony on
lines 94 through 95 you propose a met hodol ogy for
return of Factor O to customers.

Do you see that in your direct testimony?

A Yes, | do.
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Q And you propose that that amount be
returned to customers in the first monthly PGA that

M dAmerican would file after the date of the final

order?
A That's correct.
Q I n devel opi ng your recommendati on, were you

concerned that all customers received their
proportionate share of the refund based on their use
of gas during the reconciliation period?

A Since we're so far beyond the
reconciliation period | don't know that that was
somet hing that | consi dered.

Q |f the amount that was returned during the
mont h when there was | ow heating gas used, would it
be possible that it wouldn't be returned
proportionately?

A That woul d probably be possible.

Q Have you reviewed M. M| tenberger's
approach of returning the factor over a 12 nonth
period to ensure proportionality?

A Yes, | have.

Q Do you have any objections to that
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approach?

A Can you direct me to his testimny where |
can discuss that.

Q In his -- lines 165 and 168 of his direct
testi mony.

A | think my only concern is |I'm not sure how
the total would be amortized over the 12-nonth
peri od. I f he would have that amortization based on
the usage by the customers, then | wouldn't have a
problem with that.

Q Based on usage of the customers during
the. ..

A During the period of time that the Factor O
was conmput ed.

Q Can you please turn to your Exhibit 8,
Schedul e 1.

As | understand your description, this

is the total gas charge reconciliation showi ng al
the components of your gas charge. It rolls up from
your Schedules 2 through 57

A That's correct.

Q On line 14 you show a requested factor of
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$1,467,9367

A That's what shows here, yes.

Q Okay. And does this consist of a Cordova
Wage and Bal ance Adjustment totaling $444, 1397

A Yes, that's shown on my Schedule 2, Col umm
D on line 5.

Q Okay. And does that $449, 139 figure

replace the amount that was reflected in your Exhibit

77
A l'"'m -- | think you m sspoke the amount.
It's 444, 000. I think you said 449.
Q Okay. |'m sorry.

A 444,139. Yes, this is my revised number.

Q Okay. And the remainder of that -- the
amount shown on Colum C of Line 14 is $1,023,797.
And that's related to the net difference between
total gas revenues and total gas costs of conpetitive
sales; is that correct?

A | use the termunregul ated gas sal es.

Q Okay. And what you're doing there is
netting those two figures?

A That's correct.
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Q As an accountant, | assume you're famliar
with the Illinois Uniformed System of Accounts?

A Yes.

Q Can you take a | ook at Exhibit 8, Schedule
1, Line 5 and -- where 2001 gas costs are reflected.

Do you know how you would classify
t hat amount using the accounts prescribed by the
II'linois Uniformed System of Accounts?

A | couldn't say without the System of
Accounts in front of me exactly what account number
t hat would be recorded in, no.

Q Do you knowif it would be in a 800 -- an
account that start with a number in the 800 series?

A Subj ect to check.

Q Okay. Turning to Schedule 2 of your
Exhi bit 8, down at the bottom where you have your
adjustment related to the unregul ated sales in
Il'linois, do you know where -- what account you woul d
classify those amounts in?

JUDGE RI LEY: What amounts are they? What
line?

MS. STEWART: Total Revenues, Unregul ated Sal es
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inlllinois, down in the |ower |eft-hand corner.
JUDGE RI LEY: Okay. l"m sorry. Go ahead.
How woul d an accountant cl assify
t hose?

MS. STEWART: What ?

JUDGE RI LEY: Was that the question?

MS. STEWART: That is correct.

THE W TNESS: |'m not sure what account those
woul d be recorded in, but the issue in the PGA
Reconciliation isn't one of what account number, what
general | edger or account number costs are recorded
in. 1It's what essence of the cost is.

| mean, you can record something in an
account, but that doesn't make it -- you can record a
car in an expense account, that doesn't make it an
expenses item,
BY MS. STEWART:

Q Okay. Now, |I'd like you to turn to your
rebuttal testimony. And about starting at Line 77
you have a citation to a discussion in the
Comm ssion's order adopting the new part -- 5.5
Rul es.
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Do you see that?

A Yes. | do.

Q And that -- as | understand, that citation
it's the basis for your reflection -- your netting of
gas costs and the gas revenues in your adjustment; is

that correct?

A No. This is support frommy position on
what's to be included as recoverable gas costs.

Q Okay. Do you know whet her the Ni Gas --
the costs that Ni Gas -- that are discussed by N gas
in that exert were costs that Ni Gas had used to
serve the needs of their PGA custonmers, or do you
know if they -- well, would they come out of some

kind of a separate portfolio of gas?

A | don't know what the specific costs were
no.

Q Okay.

MS. STEWART: That's all | have for Ms. Ebrey.

JUDGE RI LEY: Thank you very much.

M. Feeley, did you have any redirect?
MR. FEELEY: One second.

| have no redirect.
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JUDGE RILEY: All right. Thank you, Ms.

Ebrey.

MR. FEELEY: And then | renew my notion to

admt these staff exhibits, 7.0 and 8.0 into
evi dence.

JUDGE RI LEY: Any of that include the
attachments that are attached?

MR. FEELEY: Yes.

JUDGE RILEY: Any objection to the adm ssion of

Exhi bits 7.0 --

MS. STEWART: No objection.

JUDGE RI LEY: Then the Staff Exhibit 7.0 --

7.00 and 8.00 with the attached schedul es are

admtted into evidence.

(Wher eupon, Staff Exhibit

Nos. 7.00 and 8.00 were

adm tted into evidence.)

MS. STEWART: And | would call Roger J.

M I tenberger to the stand.

JUDGE RI LEY: Good nobrning, M. MIltenberger.
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(Wtness sworn.)

ROGER J. M LTENBERGER,

called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:
DI RECT EXAM NATI ON
BY
MS. STEWART:
Q Pl ease state your name and busi ness
addr ess.
A My name is Roger J. M I tenberger
Mi-l-t-e-n-b-e-r-g-e-r. And my business address is

401 Douglas Street; Sioux City, lowa 51101.

Q By whom are you enployed and in what

capacity?

A ' m enpl oyed by my M dAmerican Energy

Conmpany as a senior technical account ant.

Q Do you have in front of you a document

entitled direct testinony on reopening of Roger

M | tenberger that was filed in e-docket on April

J.

11,

2005, that consists of 8 pages of direct testinony

that's marked Exhibit -- Company Exhibit 10 and

i ncludi ng one schedule that's marked Exhi bit

10,

176



10

11

12

13

14

15

16

17

18

19

20

21

22

Schedule 1, page 1 of 1.

| f appropriate now, that file -- that
schedul e was filed in the proprietary docket, and I
woul d move that it be reflected in the public docket.

JUDGE RI LEY: Any objection, M. Feeley?

MR. FEELEY: To have Schedule 1 public, no
obj ecti on.

JUDGE RI LEY: That notion is granted.

So, let the record be very clear that
the Schedule 1, consisting of one page; is that
correct?

MS. STEWART: That's correct.

JUDGE RI LEY: -- attached to the direct
testi mony on reopening of Roger J. MIltenberger is
now in the public domain

MR. FEELEY: All right. Just a quick second
here.

Are you going to refile that on

e-docket ?

MS. STEWART: Il will refile that on e. This is

what the -- we contacted the e-docket people, and

this is what they suggested we do. So, 'l

177



10

11

12

13

14

15

16

17

18

19

20

21

22

probably, this afternoon ask my secretary to refile
it pubically, if that's acceptable.

JUDGE RI LEY: Sur e.

MS. STEWART: It will make it easier for
everyone.

JUDGE RI LEY: Ri ght .
BY MS. STEWART:

Q If I -- let's see, was Exhibit 10 prepared

by you or under your supervision and direction and

control ?
A Yes, it was.
Q Do you have any changes to make to your

testimony or your schedule that you would like to
make at this time?

A No, | do not.

Q If I were to ask you all of the questions
set forth in your direct testinmony that's been
identified as Exhibit 10, would your answers be the
same?

A Yes.

Q Are the answers true and correct to the
best of your know edge and belief?
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A Yes, they are.

Q Have you al so caused to be filed on
e-docket on September 1lst four pages of rebuttal
testi mony on reopeni ng?

A Yes.

Q Was that -- were those -- was that document
prepared by you or under your direct supervision and
di rection and control ?

A Yes, it was.

Q Do you have any changes to your testimony

or schedule that you would like to make at this time?

A No, | do not.
Q Excuse ne, there was no schedul e there.
If I were to ask you all the questions

set forth in that testi mony today, would your answers
be the same?

A Yes, they woul d.

Q And are your answers true and correct to
the best of your know edge and belief?

A Yes, they are.

MS. STEWART: | will now tender this witness
for cross-exam nation. I understand it's appropriate
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to ask for this to be admtted to evidence after he's

crossed.
JUDGE RI LEY: Generally, I'Il wait unti
cross-exam nation is concluded, but I will accept

t hat you have made the motion to move Exhibits 10 and
11 into evidence.

MS. STEWART: Okay.

JUDGE RILEY: All right. M. Feeley, any
Cross-exam nation?

MR. FEELEY: Sur e.

JUDGE RI LEY: Pl ease go ahead.

CROSS- EXAM NATI ON

BY
MR. FEELEY:
Q Good nmorning, M I|tenberger. M nane is
John Feel ey. If I could direct your attention to
your direct testinmny, page 3, lines 58 to 59.

You see in your testimny where you
state that M dAmerican mai ntains a separate gas
portfolio for making conpetitive gas sal es?

A Yes.

Q Okay. By your testinony there do you nean
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that MEC uses separate suppliers for its gas supply
for its conpetitive custoners than it does for its
PGA customers?

A No, sir, | do not.

Q By your testinony there at those |ines do
you mean that MEC uses separate delivery points for
the transactions to conpetitive customers versus PGA
customers?

A Delivery points could be the sane.

However, M dAmerican would use separate pipeline
capacity for making these sales.

Q By your testimony at lines 58 through 59 do
you mean that MEC makes separate transactions for its
PGA gas purchases for its conpetitive custoners?

A Yes.

Q And are separate contracts mai ntained for
the purchase of gas for the PGA customers versus the
conpetitive gas custoners?

A Yes, they are.

Q Wth respect to the separate gas portfolio,
are any internal controls in place to prevent MEC
from assigning | ower gas cost purchases for PGA
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customers to conmpetitive customers?

MS. STEWART: " mgoing to object to this line
of questioning. | guess, as long -- | have no
objection if you will clarify, John, that these

guestions that you're asking M. M| tenberger refer
only to the 2001 PGA year. They're not intended to
refer to any practices of M dAmerican either before

or after that year?

MR. FEELEY: Well, | think the witness's
testimony at these lines is -- | mean, is the witness
willing to clarify his testinmony in that ternms?

MS. STEWART: The witness's testimny was filed
with reference to the 2001 PGA year.

MR. FEELEY: Well, all right. "1l ask the
guestion.
BY MR. FEELEY:

Q M. MIltenberger, when you state that
M dAmeri can mai ntains separate gas portfolios for
maki ng conpetitive gas sales, is your testinmony there
only in reference to the 2001 PGA docket ?

A Yes.

Q And with respect to the separate gas
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portfolio, are any accounting controls in place to
present MEC from assigning | ower-costs gas purchase
for PGA to conpetitive customers?

A The controls that would be in place to
assure that that does not happen starts when our gas
supply group would go out into the market and buy
supply -- and we may be quickly expandi ng beyond ny
knowl edge of how supply procures gas

But at that point in time, the
purchase is identified as either a purchase for
regul ated PGA customers. Those transactions would be
entered into by our regulated gas supply group, the
transactions for the conpetitive sales. Those
supplies are procured by a separate gas supply group
and they are earmarked that way at the time of
pur chase.

When they are identified |like that,
that initial identification continues to carry
t hrough the whol e way through the purchase fromthe
time it is bought, passed on to accounting, and
recorded on the books. So, in my opinion, there is

no way that a purchase that has been made for the
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conpetitive sales could end up being charged to the

PGA.

Q And how woul d they identify one versus the
ot her ?

A It would be identified by the person within

gas supply that would be entering into the
transaction. They have a separate gas purchasing
group for the regul ated versus the conpetitive sales.
Those physical supplies, they do not -- we do not
have a regul ated physical buyer buying gas for
conpetitive sal es.

MR. FEELEY: Can | approach the witness and
give cross-exhibits here?

JUDGE RI LEY: Okay .

MR. FEELEY: (Tendering.)

| "ve handed to you and to the court

reporter and Judge Riley what I'Ill have the court
reporter mark for identification as Staff
Cross-Exhibit No. 1, which is M dAmerican Energy
Conpany's response to Staff Data request GS-1-A, and
the response it indicates that that response numbered
t hrough 157 pages of docunents which make up Staff

184



10

11

12

13

14

15

16

17

18

19

20

21

22

Cross-Exhibit No. 1 are specific pages from that
response. I do have the whole response here if it's
necessary to | ook at that.
However, rather than put in 157 pages,

I think just a few pages is all that's necessary to
make the point that we're trying to make with the
Staff Cross-Exhibit.

(Wher eupon, Staff Cross-Exhibit

No. 1 was marked for

identification.)

MS. STEWART: Can you -- the pages starting
with Wlliams -- they don't -- it look Iike the page
number got cut off or the item nunber got cut off.
Can you just tell me what pages those are?

MR. FEELEY: Sure.

JUDGE RI LEY: I"mnot follow ng you. Where are
we ?

MR. FEELEY: Staff Cross-Exhibit No. 1 there is
a cover page.

JUDGE RI LEY: Ri ght .

MR. FEELEY: This is marked confidential. I
don't know if these nunbers are still confidential
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given the fact that the company redesignated its

Schedul e 1.

MS. STEWART: | will check and I will get back
to you.

JUDGE RILEY: We'll treat it as confidential at

this time.

MR. FEELEY: Staff Cross-Exhibit 1 consists of
the cover pages that a response provided by the
Conmpany and Attachnents GS-1-A 133, 140, 141, 142,
143 and 144. And GS-1-A 133 is the invoice from
transit -- well, | don't knowif that -- is the
vendor confidential ?

MS. STEWART: No.

MR. FEELEY: Okay. Then it's an invoice from
TransCanada (phonetic). And there's one from
W Illiams Energy Marketing and Tradi ng Conpany, pages
1, 2, 3 and 4, and 5.

JUDGE RILEY: M. Feeley, just for my own
reference these pages are part of a | arger response
of a Staff Data request?

MR. FEELEY: Yes. And we have that whole
response there.
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JUDGE RILEY: Okay. |Is the entire response
there confidential.

MR. FEELEY: Yes. The request indicates that
it's confidential.

JUDGE RI LEY: Okay. But that is available to
Respondent for inspection?

MR. FEELEY: Yeah.

JUDGE RI LEY: Okay. So you got it in context,
but it's just these particul ar pages that you've
mar ked as the exhibit?

MR. FEELEY: Yes. And that I'Il have sone
guestions on.

JUDGE RI LEY: Okay. Proceed.

BY MR. FEELEY:

Q M. MIltenberger, have you had a chance to
review Staff Cross-Exhibit No. 1?

A Yes.

Q Okay. And do you recall Staff Data Request
GS-1-A request a listing of all supply invoices
according to gas purchases recorded during the test
month as well as copies of the -- all the invoices on
the listing?
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A

Q

That's correct.

Okay. And the first page of Staff

Cross-Exhibit No. 1 is the cover page to MEC s

response to that data request?

A

Q

Yes, it is.

And as indicated, that response had

attachments that numbered 1 through 1577

A

Q

Correct.

Okay. If you go to the second page of

Staff Cross-Exhibit 1 GS-1-A 133, do you have that

front of you?

A

Q

A

Q

Yes, | do.
It's an invoice, TransCanada Energy?

Correct.

in

Okay. ©On the far right side of that page,

there is some initials witten down. SC and DM

A

Q

Do you see that?
Yes, | do.

And am | correct that the initial SC

represents purchases made by MEC regul at ed?

A

Q

That is correct.

And DM represents purchases made by MEC
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unregul ated or are they conpetitive?

A Correct.

Q Okay. Now if you could |ook at -- still on
GS-1-A 133 the second line on the invoice there is a
transaction number. The nunber is 263190.

Do you see that?

A | do see that, yes.

Q Okay. And if you go across to the right is
it correct that that transaction is being divided in
some manner between DM and SC?

A That is correct.

Q So a division is being made between the
regul ated and unregul ated sal es?

A For that line on the invoice, it is being
split between regul ated and unregul at ed.

JUDGE RI LEY: Purchase or sal es?

THE W TNESS: These woul d be purchases.

BY MR. FEELEY:

Q That's purchases of gas?

A Purchases of gas, correct.

Q Okay. Could you drop down to the 9th line
on that same page, a transaction number 269585.
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Do you see that?

A Yes, | do.

Q And then if you go across to the far right,
t hat amount for purchases of gas is also being
di vi ded between the regul ated and unregul ated sal es?

A That is correct.

Q Okay. And if you go to the |last |ine of
that invoice, the transaction 275892, that is also
bei ng divided between regul ated and unregul ated?

A Correct.

Q And then at the bottom of that page of that

invoice, is it correct that the total invoice added

up to approximately 7.9 mllion, but it's being
di vi ded between just over 1 mllion for DM and 6 --
approximately 6.9 mllion to SC.

I s that correct?

A That is correct.

JUDGE RILEY: 1'mgoing to | ook -- where do you
see these figures? |Is that at the bottom of the same
page?

MR. FEELEY: On GS-1-A 133 there is some
handwritten notes.
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BY MR. FEELEY:

Q Those are MEC handwritten notes; correct?

A To the best of my know edge, yes

Q Okay. And could you read the figure for DM
for Judge Riley?

A For the DM |ine the amount is 130,989 MVBTU
at 1,900, 377. 33.

JUDGE RI LEY: Okay .

BY MR. FEELEY:

Q And there was a split for SC; correct?

A That is correct. The regul ated purchases
are then split based on the pipeline that the gas was
delivered on. There is a line there for regul ated
purchases for Northern Border Pipeline abbreviated
NBPL, and then there's also a line for regul ated
purchased that were made on the Northern Natural Gas
Pi pel i ne.

Q |f you could go to the third page of the
Staff Cross-Exhibit No. 1, there is an invoice from
WIIlianms.

Do you see that?

A Yes.
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JUDGE RI LEY: s that GS-1-A 140 or 1417

MR. FEELEY: The first is GS-1-A and then
parent heses 140. And down at the bottom the invoice
page number is one.

BY MR. FEELEY:

Q Do you have that in front of you?
Yes, | do.
Q And that invoice from WIllianms, which

numbers five pages, that also was part of the
response -- MEC s response to GS-1- A; correct?

A Correct.

Q And | ook at that invoice fromWIIianms.

Is it correct that in that five-page
invoice sone of the -- there's the initials DM and SC
written next to the numbers there?

A Correct.

Q And those initials that are reading the
same as on the invoice or TransCanada Energy;
correct?

A Yes, sir, they do.

Q And that means some of the figures relate

to regul ated and some relate to unregul ated?
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A Correct.

Q And if you could go to Page 4 of that

W Illiams invoice, there is a transaction that took
pl ace on January 23rd. And it's lines -- well,
line -- January 23rd and January 25; correct. There

is a transaction taking place on that day; correct?
A January 23rd through the 25th?
Q January 23rd and January 25th.
Do you see transactions that took
pl ace on that day?
A On those days, those three days?
Q Well, | ooking just as January 23rd and
January 25th.
A l'"m sorry, | didn't understand where you
wer e goi ng.
Q Let me -- 1'Ill start again.
See lines 42 and 447
A Yes, | do.
Q Okay. Deliveries were made on January 23rd
and January 25th; correct?
A Purchases were made those days; correct.
Q Okay. And those purchases are being split
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bet wen DM and SC; correct?

A Yes.

Q And that's a split between regul ated and a
nonr egul at ed?

A Correct.

Q Okay. If you could go to the | ast page of

Staff Cross-Exhibit No. 1, it's page five of the

W Illiams invoice.

The total invoice fromWIIiams was
approximately -- well, 1'Il be -- it's approximtely
4.4 mllion; correct?

A Correct.

Q Almost 4.5 million?

A Correct.

Q Okay. And that amount is being divided
bet ween DM & SC; correct?

A Yes.

Q And that's a division between the regul ated
and unregul at ed?

A Yes, it is.

Q Okay. I have another Staff Cross-Exhibit.

JUDGE RI LEY: | take it this is Staff
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Cross- Exhibit 2.

MS. STEWART: Bef ore you begin, | notice this
i s Docket No. 02-723. \What rel evance does this have
to the 2001 PGA year?

MR. FEELEY: 1'Il establish the relevance in
t he questi oni ng.

MS. STEWART: Okay.

(Wher eupon, Staff Cross-Exhibit
No. 2 was marked for
identification.)

MR. FEELEY: Judge Riley, |'ve provided to the
wi tness's counsel for MEC a document which the court
reporter marked as Staff Cross-Exhibit No. 2. | note
that this has also been marked confidential. Staff
Cross-Exhibit No. 2 is MEC' s response to a Staff data
request in Docket No. 02-0723. Request is TEE-403.

And | woul d note that the response
there by MEC -- they attached a response to an
engi neering data request 2.62 and that Docket
02-0723.
BY MR. FEELEY:
Q M. MIltenberger, you're also testifying in
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the 2002 PGA docket matter; correct?

A Yes, | am. Yes.

Q And have you had a chance to review Staff
Cross- Exhi bit No. 27?

A Very briefly, yes.

Q Okay. And you were the person who actually
provi ded that response; correct?

A Correct.

Q Okay. And is it correct that in that
response you provided a copy of a single contract or
an invoice for 2002 that is the subject of that 2002
PGA matter; correct?

A Correct.

Q And attached to Staff Cross-Exhibit No. 2
t he Conmpany's TEE-403, there's an invoice that's
attached to that response; correct? |It's the last 3
pages of Staff Cross-Exhibit No. 2.

A Yes, it's an invoice from AEP Energy
Services.

Q Okay. And on that invoice, there are
desi gnati ons between -- there are designations to be
made; one DM the other being SC; correct?
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A Yes. Correct.

Q And those designations would be the same as

the ones that we were referring to on Staff
Cross- Exhibit No. 17
A That's correct.

Q Okay. Direct your attention to the

contract which was part of that response between AEP

and M dAnerican and that would be the 10th page of

Staff Cross-Exhibit No. 2. At the top it states

Section -- or I'msorry -- strike that. My pages are

m xed up here.

Okay. In Staff Cross-Exhibit No. 2,
there is seven numbered pages. Do you see that in
the contract per AEP Energy Services?

A |'m sorry, did you say seven pages?

Q On the contract, there is numbering that
goes through seven pages; correct?

A Yes.

Q And then there is other pages that were

attached to that response also as being part of that

contract?

A Correct.
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Q Okay. And if you go to that second page,
t he page where the word "special provisions" appears.
Do you see that?
JUDGE RI LEY: Hol d on.
Yes.
THE W TNESS: That would be on the | ast page;
correct?

BY MR. FEELEY:

Q Okay.
A Ils that the one you're referring to, sir?
Q It says "special provisions."

Do you see that?

A Yes.

Q Al'l right. And that page is part of the
contract with AEP; correct?

A Correct.

Q Okay. And is it also correct that the --
it's indicated there that the contract is dated June
1, 19987

A That is what it says, yes. The base
contract is dated that day.

Q Okay. And that June 1, 1998 contract
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covered transactions in the 2002 PGA docunment;

correct?
A It appears so, yes.
Q Okay. Is it reasonable that that contract

woul d al so cover purchases made during the 2001
reconciliation period as the subject of this
proceedi ng?

A Subj ect to check, | would say yes.

Q Okay. On that |ast page that has the June
1, 1998 date, down at the bottomthere is a section
that states "corresponds to."

Do you see that?

A Yes, | do.

Q And for "notices and correspondence" only
one person is listed there, a Wendy M|l er; correct?

A That is correct.

Q Okay. And for billing and accounting
matters that only gets sent to the attention of gas
vol ume accounting; correct?

A That is correct.

Q Okay. Look at your rebuttal testimony.

Directing your attention to Page 4 of your rebuttal

199



10

11

12

13

14

15

16

17

18

19

20

21

22

testimony |lines 65 through 66. Do you have that in

front of you?

Q Okay. You state that you would propose
t hat any Factor O be anmortized over a 12-nonth peri od
in order to treat all customers fairly.

Do you -- if the Comm ssion were to
approve of a 12-month anortization period, do you
agree that an amount for interest on the
over-recovery should be added to the Factor O for the
total amount to be refunded?

A Yes. | believe if that order is approved
by the Comm ssion, then MEC should pay interest if we
are hol ding funds.

Q Okay. And if the Comm ssion were to
approve that Factor O plus interest be amortized over
a 12-month period, would the Conmpany agree that
basi ng the monthly anmortization on MEC s forecast
that their sales for the 12-nonth period would be an
appropriate anortization method?

A That is how | would propose to anortize it.

Q Okay.
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A Usi ng the forecasting sales.

You did state forecasted sal es;

correct?

Q Forecasted their sales or a 12-nonth
peri od?

A Yes, | would agree.

Q At this time Staff would move to admt into
evi dence Staff Cross-Exhibit No. 1, which is
Conpany's response to GS-1-A, certain pages fromthat
157- page response into evidence?

JUDGE RI LEY: Okay. Counsel, did you -- let ne
ask first do you have any redirect?

MS. STEWART: | do have some redirect. And
before I -- 1'd like to speak with M. Ml tenberger
before | agree or don't agree to put this portion
that's opposed to the whole data request into
evi dence.

JUDGE RI LEY: Okay. What we have, and then |
have your two exhibits.

MS. STEWART: That's correct.

JUDGE RILEY: And then we have Staff's

Cross-Exhibits to deal with.
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Why don't you confer with your
client --

MS. STEWART: Okay.

JUDGE RILEY: -- and then we'll revisit this.

MR. FEELEY: Can | make a motion for ny other
cross-exhibit? Perhaps they have to have the same
di scussion on it.

MS. STEWART: The other one's fine. | have no
obj ection to the other one.

JUDGE RI LEY: MWhich one is fine?

MS. STEWART: The second cross-exhibit.

JUDGE RI LEY: Staff Cross-Exhibit 2, there's no
obj ection to that. Staff Cross-Exhibit 1, you want
to confer with your client first?

MS. STEWART: Yes.

JUDGE RILEY: All right. Let's go ahead.

(Wher eupon, a discussion was had
off the record.)

JUDGE RILEY: Okay. Let's go back on the
record.

Counsel, you've conferred with your
client.
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MS. STEWART: Yes, | have.

JUDGE RI LEY: My question -- nmy first question
was with regard to the redirect. Did you want to
conduct a redirect.

MS. STEWART: Yes, | do.

JUDGE RI LEY: Okay.

REDI RECT EXAM NATI ON

BY
MS. STEWART:
Q M. MIltenberger, can you turn to what's

been marked as Staff Cross-Exam nation 1 (sic)?

A Yes.

Q And turn to the first page after the data
response, the TransCanada invoice

A Okay.

Q Now, is this an invoice -- when it says
it's sold to M dAmerican Energy Company, is this
intended to be an invoice directed just to the PGA or
is it directed to PGA and unregul ated purchases both?

A The invoice that is in question appears to
me to be a summary invoice that TransCanada Energy
prepared and sent to M dAmerican Energy.
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From TransCanada's perspective
M dAmerican is one entity. They do not necessarily
di sti ngui sh between a regul ated purchase versus an
unregul ated purchase. And it is quite possible that
it's completely out of MEC' s control whether we were
to receive a summary invoice or an invoice that would
be just for reg. It's going to be up to the
supplier.

So, therefore, on a sunmary invoice we
have to go through and break it down between the

regul ated purchases and the unregul ated purchases.

Q By turning to the second |ine of that
invoice -- | think that's Transaction No. 263190
that's the first one on that page. It's split

bet wen DM and SC.
Do you see that?

A Yes, | do.

Q Can you tell ne what kind of docunmentation
woul d underlie that transaction or that splitting?

A It is my understanding, subject to check,
that there is an individual transaction confirmation
that is entered into for each purchase of gas that
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M dAmerican woul d make, there would be a separate
transaction confirmation for both the regul ated
purchase and for the unregul ated purchase.

And, therefore, if we were to delve
down into the detail of that, | believe we would have
a separate transaction confirmation that would
substantiate the breakdown on that particular |line
item.

Q And woul d that transacti on have been
negoti ated by someone fromthe PGA group or fromthe
unregul ated group?

A Transaction confirmation related to the
regul ated purchase woul d have been entered into by a
gas supply buyer in a regulated group. The
transaction confirmation for the unregul ated group
woul d have been entered into by a gas supply person
that's part of the unregul ated gas supply; two
di stinct peopl e.

Q Okay. Turning to Cross-Exam nation Exhi bit
2, this is a documentation regarding a contract with
AEP Energy. Would the same hold true for
transactions made under this contract?
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A Yes, it would. And | believe that in a
further data request -- although | don't recall the
exact number of it -- | believe M dAmerican did
provi de the actual transaction confirmations for this
i nvoi ce. But | do not recall which data request
response it was.

Q You recall when | asked Ms. Ebrey some
guestions about the method of return of any refund to
custonmers resulting fromthis proceeding?

A Yes.

Q And she had proposed that the refund occur
within a one-nmonth period and you propose that it be
spread over a 12-nmonth period?

A Yes.

Q Could you tell me for the record how you
woul d propose to make that if it were to be made over
a 12-nmonth peri od.

A If the refund were to be made over a
12-mont h period, | would propose that we use the
forecasted sales volumes that are part of the nmonthly
PGA as an allocation tool to split the refund by
mont hs over that 12-nonth peri od.
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Q Turning back to the AEP transaction that we
were di scussing, do you recall the number of that
data request that included the transaction
confirmati ons enpl oyees?

A No, | do not.

MS. STEWART: | would like to ask that
M dAmerican be allowed to furnish as a late filed
cross-exam nation exhibit that data request that
provi des the transaction confirmations that are part
of -- that are related to your Cross-Exam nation
Exhi bit 2, which includes the AEP contract. It seens
like that is directly related to that data request.

MR. FEELEY: 1'm sorry, you want to include
what ?

MS. STEWART: We would like to include as a
redirect exam nation exhibit a data request fromthe
2000 year that corresponds with your
Cross- Exam nation 2. It includes the transaction
confirmations that underlie -- that were entered into
pursuant to the terms of the AEP contract that's
included in your Cross-Exam nation Exhibit 2.

JUDGE RI LEY: | trust you don't have a copy of
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t hat .
VWhere would that be? Is it avail abl e,

woul d be my concern.

MS. STEWART: It would be available. | may
have it. We just don't know exactly what the -- this
is not even -- | know | don't have a 2000 docket with
me.

JUDGE RI LEY: Okay .

MR. FEELEY: | guess |'m going to object to
that. | don't -- this unnamed document | don't have,
that's not being provided here, | object to it being

adm tted into evidence.

JUDGE RI LEY: Yeah. We - -

MR. FEELEY: This is a conplete response here,
Staff Cross-Exhibit No. 2.

MS. STEWART: It's a conplete response
however, when | said 2002 year, which is not the
subj ect of this proceeding. It was inmpossible for us
to know that you were going to be crossing on those
kind of issues that would relate to the prior year in
this matter.

The data requests have been revi ewed
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in detail by Staff and by Conmpany. I don't know why
you woul d object to that.

MR. FEELEY: \What is the objection here?

Rel evance?

MS. STEWART: You made t he objection.

MR. FEELEY: No, you seemto be offering that
because you object to the Staff Cross-Exhibit No. 2.

| s there an objection to Staff
Cross- Exhi bit No. 27

MS. STEWART: Well, before M. M| tenberger --
before | discussed this with M. MItenberger, | had
no objection to your Cross-Exam nation Exhibit No. 2.
I would retract that agreement to putting it in the
record, if that's necessary; or else | would -- |
have no objection to having it in the record if |
could also place in the record the transaction
confirmati ons that correspond with this contract also
part of that 2002 PGA year.

JUDGE RILEY: | don't have any objection to you
produci ng those if you can produce them | mean, in
ot her words --

MR. FEELEY: Judge Riley, what is the objection
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to Staff Cross-Exhibit No. 2 other than my witness
doesn't like it? | see no objection to Staff
Cross- Exhibit No. 2.

JUDGE RILEY: Are you raising an objection to
Staff Cross-Exhibit No. 27

MS. STEWART: Yes, | am Cross-exam nation
Exhi bit No. 2 only provides a partial |ook at the AEP
contract that's included therein.

JUDGE RILEY: You're saying these transaction
confirmati ons are not included |ike that they should
be?

MS. STEWART: That's correct.

JUDGE RILEY: Well, before |I make a ruling on
that, we have to find out whether or not they're
avail abl e, where are they, how extensive are they. I
mean, |'m not making a ruling one way or the other.

MS. STEWART: Do you recall how extensive it
is?

MR. FEELEY: From what | recall, | think
originally you had requested all of the transaction
confirmations for a given month. And | believe you
and | worked through that, and we decided -- or
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agreed upon providing them for one supplier. And I
believe that was AEP. And |I believe it was still a
fairly volum nous anmount of paper, your Honor, for
t hat one supplier.

JUDGE RILEY: My next question is, where are
they? Where are these transaction confirmations?
Where can they be | ocated?

MS. STEWART: They would be | ocated in Sioux
City. We could get them and get them overnighted.

JUDGE RI LEY: Yeah, but then, again, Counsel
has had no chance to exam ne them  They couldn't
possi bly be admtted wi thout more testinony.

MS. STEWART: | don't know if Staff brought the
entire 2000 PGA year with them Because we
provided -- we furnished themto Staff.

MR. FEELEY: Staff does not have those
document s.

JUDGE RI LEY: No. | don't even know what they
are. You said they're transaction confirmations.

Are they a part of this contract?

MS. STEWART: Yeah, they're called -- that's

the only way the contract is inplenmented.
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MR. FEELEY: It'"s nmy understandi ng that they
have a base contract -- which is what Judge Riley had
i ncluded in behind us and asked ne about.

It is my understanding that for each
purchase there is going to be a transaction
confirmation that MEC is going to sign and also the
supplier that they're doing business with is going to
sign. It's going to state the volume, the rate, al
the pertinent details related to the purchase

Staff Data Request TEE-403 has four
parts to it. The conmpany provided its response to
it. W're putting that whole response in here.

Now t hey want to supplenent this
record with some documents that we nay have seen that
no one's seen right here and Staff hasn't had a
chance to review. So object to that -- to MEC being
allowed to offer that as a late-filed exhibit.

MS. STEWART: | don't know how you can say that
Staff has not had a chance to review this since the
informati on we are proposing to furnish is a data
request which was | odged by Staff.

MR. FEELEY: It's not here. I don't have the

212



10

11

12

13

14

15

16

17

18

19

20

21

22

docunment in front of me. | can't agree to have
something admtted into evidence without --

JUDGE RI LEY: Counsel, |I'mgoing to deny your
request for those transaction confirmations.

Staff Exhibit 2 -- the four corners of
Staff Exhibit 2 are the response to the data request.
You say the response to the data request is conplete
here; is that correct?

MR. FEELEY: Yes.

JUDGE RI LEY: Okay.

MS. STEWART: |I'mnot trying -- | don't know
exactly how you can say that this is conmplete. Look
at the data request that says work papers GS-1-A D 42
t hrough 43 appears to be an invoice.

I's that invoice included herein --
okay. | withdraw that question -- that comment.

Perhaps | can ask M. Ml tenberger one
guestion that mght clarify that.

JUDGE RILEY: Okay. G ve me a second to make a
note --

MS. STEWART:  Sure.

JUDGE RI LEY: -- then you can continue with
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your redirect.
BY MS. STEWART:
Q Turning to Staff Cross-Exam nation Exhibit
2 M. MIltenberger, do you have that?
A Yes, | do.
Q About three pages fromthe back is the
I nvoice sale 0203-01477?
A Correct.
Q And a customer |.D. nunber M dAmer?

A Correct.

Q And a customer nunber 101.97?
A Correct.
Q You see -- do you see -- can you describe

to me what is shown on that sheet?
A What is shown on these -- the Conmpany's

t hree pages of detail are the purchases of natural
gas that MEC made from AEP Energy Services. It is
shown broken down by a pipeline, by the volume, and
by the applicable price that MEC paid for these
transacti ons.

There is also further detail that has
been noted on the right-hand side of the invoice that
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desi gnates the split of this invoice between
regul ated gas purchases as noted by an SC versus an
unregul ated purchase which is noted as a DM

In addition to this invoice, as
further support, there would be a transaction
confirmation that would be generated at the time the
purchase is made and the transaction confirmation is
made separately for each transaction. The regul ated
purchases woul d have a separate transaction
confirmation. The unregul ated purchase would al so
have a separate transaction confirmation. And those
confirmati ons were not included as part of this data
request response.

Q Can you turn about m dway through the

contract, there is a page -- mdway through this data
request . lt's right after -- it follows page 7 of 7
of the contract. There is a docunent that is |abeled
for immediate delivery. And then it's a sheet -- a
form that |1 ooks Iike it is to be filled in.

Do you have that?
A Yes, | do.

Q Can you tell me a formof the transaction
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confirmation that would underlie all of those
transactions that you just discussed?

A It appears to me that this is a blank
transaction confirmation that was provided as part of

t he base contract for this purchase.

Q Okay.
MS. STEWART: I have no nmore redirect for this
wi t ness.

JUDGE RI LEY: Okay. Thank you.

MS. STEWART: | would move for adm ssion into
evidence -- | guess | should wait for you,
M. Feeley, if you have any nore recross.

JUDGE RILEY: Hold on a m nute.

M. Feeley, did you have any recross

for the witness.

MR. FEELEY: Just real briefly.

RECROSS- EXAM NATI ON

BY
MR. FEELEY:
Q M. MIltenberger, you were asked on

redirect about if the Conmm ssion were to order a

reconciliation factor that it be anmortized over a
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12-mont h period, over projected sales for that
12-mont h period?

A | believe | said sales volumes, yes

Q And woul d you also agree that interest
shoul d al so be taken into account during that?

A Yes, | would. And I would recomend that
that interest be set at the existing rate as dictated
by the I CC.

Q Okay.

JUDGE RI LEY: Anything further?

MR. FEELEY: That's all the recross | have.

MS. STEWART: | will nove for adm ssion into
evi dence of Conpany Exhibit 10 and including the
public version of Schedule 1 and Company Exhibit 11.

JUDGE RILEY: All right. Any objection to the
adm ssi on of Company Exhibits 10 and 11 into
evi dence?

MR. FEELEY: No obj ecti on.

JUDGE RILEY: Then they are admtted into
evi dence.

(Wher eupon, Conpany Exhibit Nos. 10
And 11 were admtted into evidence.)
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JUDGE RI LEY: Then we have the matter of your
two Staff Cross-Exhibits.

Taking them separately, Staff
Cross-Exhibit 1, is there any objection to the motion
to admt?

MS. STEWART: No objection.

JUDGE RI LEY: Staff Cross Exhibit No. 1 is
adm tted into evidence.

Staff Cross-Exhibit No. 2?

MS. STEWART: No objection.

JUDGE RILEY: No objection to Staff
Cross- Exhi bit 2. It will be admtted into evidence.

(Wher eupon, Staff Cross-Exhibit
Nos. 1 and 2 were admtted into
evi dence.)

JUDGE RI LEY: Do we have any other exhibits for
me to deal with?

MR. FEELEY: No.

JUDGE RI LEY: Counsel, just for clarification
of the record, with regard to those transactions
confirmati ons that you had wanted to offer as a
|ate-filed exhibit and that | had denied, for the
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record I am going to mark those as Respondent's
Redi rect Exhibit 1. And | will note that for the
purpose of e-docket filing that that was denied, and
t hat should preserve it --
(Wher eupon, Respondent's
Re-Di rect Exhibit No. 1 was
mar ked for identification.)
MS. STEWART: Okay.
JUDGE RILEY: -- if beco- -- if it was to make
an issue of it later.
MS. STEWART: Okay.
JUDGE RI LEY: M. Feeley, you had somet hing
el se?
MR. FEELEY: Yes. Staff would agree to enter
into a stipulation with the Conmpany regarding the
i ssue of the method if the Comm ssion were to order
reconciliation factor of how that should be handl ed.
And Staff would agree with the Conpany's proposal as
modi fied -- or as clarified in M. MIltenberger's
redirect and recross that it be anortized over a
12-mont h period, taking into account interest,

what ever i s appropriate under the PGA.
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And that would be based upon the
12-month sale going forth fromthe date of a
Comm ssi on order.

JUDGE RI LEY: What does that mean in terns of
the issues in this matter? Does that resolve an
i ssue?

MS. STEWART: It does.

MR. FEELEY: That resolves that one issue

JUDGE RILEY: That's an issue that's a matter
of interest in --

MR. FEELEY: If there is an ordered
reconciliation factor, it resolves the issue of
should it be over 12 nmonths or 12 nmonths as Staff had
proposed.

JUDGE RILEY: You're saying that the issue is
resol ved insofar as interest would be applied to the
amortization over 12 nont hs.

MR. FEELEY: Yeah, it would be based upon
forecasted sales. | think in our briefs we could
make it more clear, but | just wanted to note for
that the basis is there --

JUDGE RI LEY: Okay .
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MR. FEELEY: -- or the record now based upon
his redirect and ny recross.
JUDGE RILEY: 1I1s it safe to say the parties so
stipul ate?
MS. STEWART: That is correct.
JUDGE RILEY: All right, then. So stipul ated.
Does that conclude all of the
testimony for M. M tenberger?
MS. STEWART: Yes.
JUDGE RI LEY: Okay. Thank you
M. MIltenberger.
Counsel, did we have -- do we have any
further witnesses?
MS. STEWART: Not from M dAmeri can.
MR. FEELEY: None for Staff.
JUDGE RI LEY: All right, then. W have the
matter of a schedul e.
MR. FEELEY: Do you want to go off the record?
JUDGE RI LEY: Yes. Thank you.
(Wher eupon, a discussion was had
off the record.)
JUDGE RI LEY: We have just discussed the matter
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of a briefing schedule, and it has been agreed by the
parties that the initial briefs will be due by the
cl ose of business on November 22nd. And the reply
brief will be due by close of business on Decenber
20.

I n addition, if MEC decides to submt
a proposed order, they will do so by November 23rd,
cl ose of business.

And Counsel, you said that you most
l'i kely are not going to file a proposed order?

MR. FEELEY: No .

JUDGE RI LEY: Is there anything else that we
need to discuss?

MS. STEWART: Not from M dAmeri can.

MR. FEELEY: Not hi ng for Staff.

JUDGE RILEY: Then | will direct the court
reporter to mark this matter heard and taken, and
"1l await the subm ssion of the briefs.

Thank you very much.

HEARD AND TAKEN.
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